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KEY ECONOMIC INDICATORS 


1984 


National Income (Bs millions) (e) 


GDP at current prices 

GDP at 1968 prices 

GDP per capita (in 1984 Bs) 
Disposable National Income 
Central Gov Surplus/Deficit(-) 
Public Sector Surplus/Deficit(-) 
Plant & Equipment Investment 


347,530 
70,894 
20,264 

311,505 
-3,460 
Zs FTt 
49,594 


Population & Labor (000)(e) 


Population (at year end) 

Labor Force (Jan/Jun) 

Total Employment (Jan/Jun) 
Unemployment Rate (July/Dec) (%) 


16,851 
5,629 
4,932 

13.4 


Production 


Petroleum (000 b/d) (b) 1,857 
Aluminum Ingots (000 MT) 380 
Steel Liquid (000 MT) 2,497 
Cement (000 MT) 3,663 
Motor Vehicles (000 units) OS 
Construction Permits Granted(c) 4,816 


Money & Prices (Dec. 31)(e) 


Money Supply M2 (Bs millions) 177,567 
Public Extern. Debt ($ millions) 26,439 
Public Domest. Debt (Bs million) 42,444 
Bank Lending Rate (%)(d) E3sa 
Consumer Price Index (1984=100) 108.9 
Weighted Avg. Off. Exch. Rate(d) 6.30/$ 
Avg. Free Market Exch. Rate(d) 13.07/$ 


Balance of Payments ($ millions) 


Merchandise Imports (FOB) 
Merchandise Exports (FOB) 
Petroleum Exports 

Merchandise Trade Balance 
Current Account Balance 
Current/Capital Account Balance 
Central Bank Reserves (Dec. 31) 


7,262 
15,847 
14,794 

8,585 

5,298 

2,117 
12,469 


.S.-Venezuela Trade($ millions) (e) 


US Exports to Venezuela (FAS) 3,366 
US Imports from Venezuela (CIF) 6,820 
US Share of Venezuelan Exports($%) 39 
US Share of Venezuelan Imports($%) 46 


1985 


373,832 
71,089 
19,798 

326,950 
-2,599 
13,429 
57,015 


17,554 
5,828 
5,011 

12.5 


1,742 
396 
ae tat 
3,589 
i23 
4,528 


192,999 
25,900 
58,144 

3.9 
7.2 
7.30/$ 
13.79/$ 


7,388 
14,178 
12,862 

6,790 

24923 

1,757 
13,750 


3,159 
6,830 
43 
43 


(Prel.) 
1986 


N.A. 
73,264 
19,277 

N.A. 


-24,000(a) 


N.A. 
N.A. 


1°,028 
6,021 
5,314 
11.5 


1,810 
424 
3,020 
4,480 
147 
N.A. 


223,427 
24,500 
N.A. 
2:7 
130.7 
NuAs 
19.57/$ 


7,601 
8,704 
7,218 
1,103 
-2,183 
-3,747 
9,847 


3,137 
5,446 
56 
42 


Principal U.S. Exports (1985): machinery, 
auto parts, chemicals, wheat, feed grains. 
Principal U.S. Imports (1985): crude oil & petroleum products, 
aluminum, steel products, iron ore, cement, gold, fish, coffee. 


transport equipment, 


Notes: (a) 
sates; 

Sources: 
Oise 


1986 budget; (b) 
(c) private sector; (d) annual average; (e) 

production from industry sources; 
Commerce Dept.; 


includes natural gas liquids & conden- 


except as noted. 
US-Venezuela Trade from 
other data from Central Bank of Venezuela. 





SUMMA RY 


The Venezuelan economy grew significantly in 1986, for the first 
time in over five years. Preliminary Venezuelan official 
statistics show that overall gross domestic product (GDP) grew by 
3.1 percent, and domestic (non-oil) GDP by 3.3 percent, although 
these rates are subject to revision. A leading factor in the 
growth was strong fiscal and monetary stimulus. Speculative 
purchasing of consumer durables was a secondary cause. 
Agriculture, manufacturing and construction were the leading 
sectors. Non-oil exports rose 15 percent from 1985 to 1986, 
while still constituting less than a fifth of total exports. 


Nevertheless, the most immediate problem facing Venezuela is 
sharp decline in oil export revenues, on which the economy 
depends. Oil exports fell from $13 billion in 1985 to about 
$7.2 billion in 1986 and are expected to recover to only some 
$9 billion in 1987. The Central Bank's foreign exchange reserves 
declined steeply, from $13.7 billion in 1985 to $9.8 billion in 
1986. These declines forced Venezuela to restrict imports, to 
restructure its system for paying private foreign debt, to 
devalue the main controlled exchange rate from Bs 7.5/dollar to 
Bs 14.5/ dollar and to seek a further deferral of principal 
repayments on public sector foreign debt. 


In addition, the Venezuelan government liberalized its foreign 
investment controls significantly. On the labor side, the 
administration provided wage increases for the public sector, and 
raised minimum wages. Price controls on basic commodities helped 
hold inflation to 11.5 percent, but higher inflation is expected 
for 1987 as a result of the new Bs 14.5 exchange rate. 


Economic growth appears likely to moderate in 1987. Constraints 
imposed by the sharp reduction in oil export revenues will likely 
prevent maintenance of the same level of government stimulus as 
in 1986. Additionally, demand will probably slacken because of 
higher prices and a reduction in speculative buying of consumer 
durables. On the other hand, the shift in exchange rates should 
gradually benefit import substitution. 


For U.S. exporters, Venezuela will continue to be a substantial 
market, with total Venezuelan imports continuing at a level 
probably roughly equal to the $7.6 billion imported in 1986. 
However, exporting to Venezuela will continue to face a very 
complex system of regulations, procedures, and restrictions; 
these include extensive import licensing requirements (and many 
prohibitions), exchange controls to ration foreign exchange at 
the controlled exchange rates and procedures which require at 
least a four-month delay in paying for imports. U.S. investors 
will find that they benefit from the most open foreign investment 
regime in Venezuela since 1972, and access to a market of over 
17 million people with perhaps the highest per capita income in 
Latin America. 





DOMESTIC ECONOMY 


The government announced that the domestic (non-oil) economy grew 
3.3 percent in 1986 and the overall economy (including petroleum) 
grew 3.1 percent. Manufacturing was up nearly 5 percent and 
agriculture nearly 7 percent. This was the first significant 
economic growth in over 5 years. It follows after two years 
during which the Lusinchi administration successfully eliminated 
public sector and balance of payment deficits and reduced 
inflation. While the strength of the growth surprised many 
observers, the figures are based on only three quarters' data and 
subject to revision. 


A number of factors sparked growth. First, the administration 
took a strongly stimulative fiscal and monetary stance. The 
government felt it could neglect the sharp drop in oil export 
earnings in 1986 and go ahead with expansionary plans, relying on 
the large treasury and foreign exchange reserves built up in the 
past two years. These produced a central government deficit of 
about 5.5 percent of GDP and money supply growth of 15.8 percent 
(up from 8.7 percent in 1985). Government spending impacted 
particularly on the construction industry, the chief beneficiary 
of the government's special spending programs. 


Other factors also contributed to increased economic activity. 
Throughout the year, expectations of devaluation of the 
controlled exchange rate and resultant price increases encouraged 
purchases of durable goods, particularly automobiles. There was 
also some further progress in import substitution. In addition, 
depreciation of the free market bolivar reportedly encouraged 
contraband exports to neighboring countries, mainly Colombia. 
Finally, it is possible that after a hiatus in such spending 
since 1982, business made some investments to replace and/or 
modernize equipment. 


At the same time macroeconomic policies were stimulating demand, 
policies designed to ration the use of preferential rate foreign 
exchange were restricting supply to some extent. Businessmen 
reported that difficulties in obtaining the foreign exchange 
necessary for importing inputs were forcing them to draw down 
inventories below desired levels, and in some instances to 
interrupt production, 


Consumer price inflation accelerated from 7.6 percent in 1985 to 
11.5 percent in 1986 (Dec/Dec). In addition to the influence of 
brisker domestic demand, the government's policy of shifting a 
greater number of imports from the controlled rate to the free 
market, and the very substantial depreciation of the free market 
exchange rate in 1986, were contributing factors. 


However, the recent pace in economic growth may be hard to 
Sustain in 1987, because the country's reduced oil income and 
foreign reserve position may prevent continuing the same degree 
of government stimulus. The 1987 budget indicates a somewhat 
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smaller deficit, and the speculative spending that boosted 
activity in 1986 is likely to slow. The increased price of 
imports since the December devaluation, while healthy in the long 
run, will also be a restraining factor, and is likely to help 
increase inflation into the 18 percent range in 1987. The 
expected growth in oil income in 1987 appears likely to be enough 
to keep the fiscal deficit and balance of payments situation 
within reasonable bounds, but it does not appear to be able to 
fuel a strong fiscal stimulus. 


BALANCE OF PAYMENTS & RELATED POLICIES 


The decline of about $5.6 billion in petroleum export revenues in 
1986 produced an equivalent reduction in the nation's trade 
surplus. Non-oil exports rose 15 percent from 1985 to 1986, 
enough to compensate for the modest increase in imports. 
Government efforts to reduce outflows of preferential rate 
foreign exchange restrained 1986 imports below levels usually 
associated with moderate growth. 


Outflows on the services accounts were largely unchanged from 
1985, except for a $500 million reduction in outflows on the 
investment account, probably linked to the decline in 
international interest rates. However, the improvement on the 
services balance was offset by an equivalent increase in capital 
outflows, due to higher principal payments on both public and 
private debt. Central bank reserves fell to $9.8 billion, from 
$13.7 billion at the end of 1985. 


Declining oil income and the resultant loss of budgetary revenues 
and foreign exchange reserves were of concern throughout the 
year. In June, the government required importers to obtain 180 
days financing and imposed new limits on activities of banks and 
brokers on the foreign exchange market, in an attempt to reduce 
foreign exchange outflows and to dampen pressures on the free 
exchange market. In July, the government increased business and 
stamp taxes and imposed a tax on overseas income of Venezuelan 
residents. 


In early December, faced with a steep decline of foreign exchange 
reserves, the near exhaustion of Treasury reserves and a 
depreciation of the free market bolivar to Bs 25/dollar, 
Venezuela devalued the controlled exchange rate from Bs 
7.5/dollar to Bs 14.5/ dollar for most imports, and made other 
changes in the exchange control system (see below). The changes 
will sharply increase the government's bolivar revenues from 
foreign exchange sales and are intended to reduce the outflow of 
foreign exchange and pressure on the free market. In addition, 
the government raised minimum wages by 25 percent and also 
increased some public sector wages. 





EXCHANGE & IMPORT CONTROLS 


Venezuela presently has four exchange rates. The main Bs 14.5/ 
dollar rate applies to most imports, all legal exports (except for 
the state petroleum and iron ore companies), and approved services 
and financial transactions. (Until December 1986, most imports 
were at Bs 7.5/dollar, and some at the free market rate.) The Bs 
7.5/ dollar rate continues for specific inputs for the food, 
pharmaceutical, textile, footwear, and packaging industries, as 
well as for imports and exports of the state petroleum and iron 
ore companies. Various categories of approved debt transactions 
are to be at Bs 7.5/dollar, Bs 4.3/dollar, or Bs 14.5/dollar (see 
below). The free market rate (recently Bs 21-25/dollar) 

continues for all other transactions. 


It is too early to tell whether the new system for allocating 
foreign exchange will function better or worse than the old one. 
During 1983-86, the heavy demand for preferential dollars 
resulted in long delays in obtaining them. The government plans 
to approve foreign exchange for companies and sectors on a 
semiannual basis, based primarily on historic import levels, in 
hopes that this will make exchange control operations and company 
planning easier. 


Other restrictions also exist. To obtain preferential dollars, 
goods must undergo preshipment inspection by an approved 
inspection company, which can lead to delays. In addition, the 
system provides for a time-consuming procedure for obtaining 
preferential exchange which virtually requires use of 180-day 
letter of credit financing. 


In addition to the need for approval to get preferential foreign 
exchange, the government continues to have an extensive system of 
import licensing requirements and prohibitions, designed to 
economize foreign exchange and protect local producers. It plans 
to impose additional tariffs of up to 40 percent on products 
shifted from the free market to the Bs 14.5/dollar rate, in order 
to compensate for much of the revaluation involved. 


The December revisions also affect exports. Previously, exports 
were at the free market rate, except for a portion of the value 
of imported inputs, which had to be converted at 7.5/dollar. 
Exporters are now required to convert all export revenues at 

Bs 14.5/ dollar. Only exports financed by the Venezuelan 
Investment Fund (FIV) may be paid for in bolivars. 


FOREIGN DEBT 


The decline in export revenues led the government to call for new 
negotiations on public sector foreign debt shortly after the 
rescheduling agreement was signed in February 1986. The 
agreement rescheduled $21.2 billion of the $25.9 billion in 
external public debt then outstanding, with a 12.5 year term (to 
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1997) at 1 1/8 percent over LIBOR. The remaining debt is not 
rescheduled. Through the end of 1986 the government repaid $5 
billion of the public sector debt outstanding in early 1983, 
making Venezuela the only major debtor country to reduce its debt. 


Attention shifted to the private sector debt when Congress passed 
legislation in July establishing the Exchange Compensation Fund 
(FOCOCAM), which was to assume private debt approved for 
preferential foreign exchange, and issue dollar bonds to pay 
foreign creditors. The bonds were to pay 5 percent interest and 
have a maturity of at least 15 years. The legislation summarily 
Superseded the arrangement in place for $7 billion in approved 
private debt, under which creditors were to receive their first 
principal payments in first quarter 1986. 


The legislation caused a furor in the Venezuelan private business 
sector and in the creditor community, because of the below-market 
conditions on the bonds and the likely costs to the domestic 
economy. Many foreign banks cut back on credit lines to 
Venezuela and began to require off-setting foreign exchange 
deposits from their debtors. Congress abolished the FOCOCAM 
scheme in August. 


The government's new system for private debt, presented in 
November, provides that debtors approved for preferential foreign 
exchange may obtain guaranteed access to foreign exchange at Bs 
7.5/dollar for repayment of principal over eight years (1987-94), 
in exchange for payment of a premium of Bs 3/dollar. For an 
additional premium of up to Bs 1.5/dollar of principal, debtors 
may obtain guaranteed access to foreign exchange at 

Bs 7.5/dollar for interest up to a ceiling of 9 percent, or 

1.25 percent over the London interbank offering rate (LIBOR), 
whichever is lower. 


Debtors who do not pay the premium are entitled to foreign 
exchange at the prevailing controlled rate (currently 

Bs 14.5/dollar) for principal and interest. Certain categories 
of private debt are still at Bs 4.3/dollar (10 percent of each 
debtor's approved debt, all approved debt of debtors with under 
$500,000 approved, and maturities to mid-1986 for approved 
private debt owed to foreign government entities). 


Serious negotiations on revision of the public sector agreement 
began only after the announcement of the new private sector debt 
system. Venezuela requested a new grace period, a cut in the 
interest rate spread, and a linkage of principal payments to oil 
income and world interest rates. Since the government and 
creditor banks could not reach an agreement before the end of the 
year, a 90-day rollover was arranged to allow talks to continue 
in first quarter 1987. 


At a February 27, 1987 meeting, government and creditor banks did 
agree in principle on a public sector debt proposal which must be 
approved by Venezuela's estimated 450 commercial bank creditors. 
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Under the tentative accord, all restructured bank debt will carry 
an interest rate margin of seven-eighths percentage point over 
LIBOR, and Venezuela will repay $1.35 billion of debt principal 
over the next three years. Also, the proposed settlement 
stretches out the Venezuelan repayment period to 1999, 


PETROLEUM 


Venezuela continues to be heavily dependent on petroleum. 

Despite the sharp decline in the oil market during 1986, oil 
accounted for 83 percent of exports, about 55 percent of central 
government revenues, and some 16 percent of GDP (in current 
bolivars). In 1986, Venezuela exported an average of 1.5 million 
barrels of oil per day, at about $12.8 bbl, earning 

$7.2 billion. Total production was 1.8 million b/d, with the 
balance consumed locally. Venezuela has a production capacity of 
2.6 million b/d, giving it the ability to increase production, or 
to shift the mix of light and heavy crudes produced, in response 


to market needs. Proven reserves were recently increased to 
55.5 billion barrels. 


Venezuela suffered severely from the oil market crash of 1986. 
Average export prices dropped in half (from $26/bbl to under 
$13/bb1), and only a small part of that could be made up by 


increasing export volume, in view of OPEC quota and market 
conditions. Venezuela maintained its market share by shifting to 
flexible, market-based pricing, and it optimized its realized 


prices by producing more high-value light crude and less heavy 
crude. 


To ensure access to markets, Venezuela greatly expanded its 
participation in refining and distribution operations in 
consuming countries. It now has 50-50 joint ventures with Nynas 
Petroleum (Sweden), Veba Oel (Germany), and Citgo Petroleum 
(U.S.), and a letter of intent for a deal with Champlin Refining 
(U.S.). These deals ensure placement of some 0.5 million b/d of 
crude. In addition, Venezuela exports over 0.5 million b/d of 
refined products, and refines another 140,000 b/d in a leased 
refinery in Curacao. 


While Venezuela's OPEC crude oil production quota for first half 
1987 is just under 1.5 million b/d, total oil production will be 
nearly 260,000 b/d higher, because of production of condensates, 
natural gas liquids and other products not counted by OPEC. With 
anticipated increases in its OPEC production quota for second 
half 1987, Venezuela expects to export an average of 1.5 million 
b/d for the year to earn export revenues of about $9 billion. 


Despite revenue stringencies, Petroleos de Venezuela (PDVSA) has a 
number of major investment projects in process or anticipated. The 
$1 billion Nurgas pipeline, designed to bring natural gas from the 
gasfields of eastern Venezuela to the center and West, is under 
construction. A proposed flexicoker for the Cardon refinery has 
been canceled, however. Extensive annual investment in production 
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and exploration are planned, to maintain oil production capacity. 
Pequiven, PDVSA's petrochemical subsidiary, is looking for foreign 
and domestic partners for petrochemical projects, including 
ammonia, olefins, sulphuric acid, resins, ethylene glycols and 


acetone. PDVSA is also seeking a foreign partner for development 
of the coal deposits at Guasare. 


INDUSTRY, INVESTMENT, AND LABOR 


Industry: Venezuelan industry enjoyed some recovery in 1986. 
Manufacturing grew by 4.8 percent during the year, up from 

1.7 percent the year before. However, shortages of imported raw 
materials (and the preferential dollars to buy them) was a 
Significant constraint during the year. Non-oil goods exports 
continued to be concentrated in aluminum, steel, iron ore, 
petrochemicals, cement, fish and ceramics. About two-thirds of 
non-oil exports are made by the public sector. 


Consumer durables had a very good year. Demand was up due to 
consumer expectations of price increases. [In the auto industry, 
January/November sales were 24 percent higher than the same 
period the year before, and sales would have been even higher had 
it not been for shortages of imported inputs. Since devaluation 
is forcing up auto prices, car sales are likely to fall in 1987. 


Other manufacturing sectors were mixed. Textiles and clothing 
industry rebounded after a poor performance in 1985, with 
capacity utilization reaching 87 percent for textiles and 

69 percent for clothing by mid-year. Recent government measures 
to reduce textile imports should help the textile industry, but 
harm the clothing industry. The aluminum industry, buoyed by 
exports, is operating at full capacity and is undertaking major 
expansion projects. The food industry has experienced a slight 
increase in demand, but has had increased difficulty in obtaining 
imported raw materials. The chemical and paper industries had 
good third quarters, but were expecting slight drops in the 


fourth quarter. The iron and steel industry continues to suffer 
from weak demand. 


The non-tradable goods sectors made impressive gains in 1986. 
Construction was up significantly (6 percent according to the 
industry), primarily because of public sector spending on 
infrastructure, after falling 46 percent in the previous 


3 years. Services grew by 2 percent, following several years of 
decline. 


Foreign Investment: The government significantly liberalized 
foreign investment rules in September 1986. The requirement that 
foreign companies divest to minority ownership within a certain 
number of years was eliminated. Allowable profit remittances 
were increased to 20 percent of capital plus LIBOR. 

Construction, agriculture, agroindustry and tourism were exempted 
from most foreign investment regulations in 1985. The new 
revision also exempts investments in electronics, informatics and 
biotechnology. 
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The new rules also eliminate restrictions on profit remittances by 
export enterprises and enterprises that are over 50 percent 
Venezuelan-owned, and ease the regulations on the domestic 
reinvestment of earnings. In December, the government revalued 
the exchange rate for new foreign investment and profit 
remittances, moving them from the free market to Bs 14.5/dollar. 
This makes some new investment more expensive, but increases the 
dollar value of remittances. While the government is actively 
encouraging foreign investment, the pace of new investment is 
still moderate. 


Labor: Labor peace continues. There were only 2 strikes of more 
than 24 hours duration in 1985, and 1986 has been equally quiet. 
Labor's tradition of negotiating with the government, rather than 
resorting to confrontation, continues effective. The relatively 
high rate of unemployment (for Venezuela) also contributes to 
labor peace. 


In mid-1986, the government granted a 20 percent increase over 

3 years to 200,000 government employees covered by collective 
bargaining. A general increase in salaries of government employ 
ees not covered by collective bargaining was implemented in two 
steps, in January and December. The December decree also raised 
the agricultural and urban minimum wages to Bs 1,500 and 

Bs 2,000 per month, respectively. Government has also responded 
to labor concerns by maintaining tight controls on prices of 120 
basic items, including "freezing" the prices of 30 products. 


The work force is estimated at 6 million persons. Official unem 
ployment fell to 11.5 percent in second half 1986, down from 
12.5 percent a year earlier. Labor spokesmen say actual 
unemployment is somewhat higher, and is further increased by 
underemployment in the informal sector. In the private sector, 
more than 500 3-year collective bargaining contracts were signed 
during first half 1986, covering a quarter million employees. 


AGRICULTURE 


Venezuela's agricultural policy has focused on stimulating domes- 
tic production to replace imports. Agricultural output increased 
by 7 percent in 1986, the third straight year of growth. The 
pro-growth policy has been implemented by: increasing producer 
prices; selling fertilizer at 50 percent of cost; providing a 
preferential interest rate (8.5 percent) for production credits; 
tightening import licenses for some agricultural commodities; and 
encouraging the substitution of domestic products for imports in 
food processing. The negative side of this policy has been the 
creation of a relatively high price structure for food. 


The 1986 grain crop is estimated at about 2.25 million MT. This 
is expected to raise self-sufficiency for a number of crops to 
record highs, including feed sorghum (52 percent 
self-sufficiency), white corn for human consumption (120 percent) 
and rice (143 percent). The government is attempting to reduce 
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surpluses of rice and corn by restricting wheat imports and 
requiring millers to include 10 percent rice or corn flour in 
bread and pasta. But most of the surplus corn and some of the 
rice will end up being sold for animal feed at a price subsidized 
by the government. 


The livestock sector (except for milk), will register surpluses, 
some of which (pork, poultry, eggs) may be exported, mainly to 
Colombia and the Caribbean. Increasing animal feed prices have 
been passed along as higher prices for pork and poultry. Beef 
prices have increased, changing meat consumption patterns, with 
chicken replacing beef as the leading meat. 


Oilseed production is also increasing and is expected to cover 
30 percent of the vegetable oil market, up from 15 percent in 
1983. Cotton and sesame areas are increasing rapidly, and 
non-traditional oil crops, (sunflower, soybeans, and African oil 
palm) have been started. Surpluses of root crops and tropical 
fruits are increasingly being exported. Temperate fruits, such 
as apples and pears, are being grown commercially on a small 
scale, following the ban on imports since 1983. Production of 
coffee and cocoa, traditional export commodities, has received 
much less stimulus but is expected to increase. The country may 
reach self-sufficiency in sugar this year. 


In most cases the increased self-sufficiency has been promoted by 
higher prices, which have caused a decline in consumption. The 
government has tried to restrain inflation by controlling prices 
of essential items (including powered milk, pre-cooked corn flour, 
edible oils, poultry, eggs, rice, black and white beans, sugar, 
coffee, bread, pork and some beef cuts), but producers are 
pressing for increased prices. 


The self-sufficiency program has restricted agricultural imports, 
which have dropped from a record high of $1.8 billion in 1982 to 
about $800-900 million in 1986. The United States has maintained 
its share at about half of this declining market. 


IMPLICATIONS FOR U.S. TRADE 


Lower foreign exchange earnings will continue to restrain the 
market for imports, although opportunites are still available. 
The need to economize on foreign exchange and the unavailability 
of new foreign borrowing mean that the total value of Venezuelan 
imports cannot increase greatly from last year's $7.6 billion. 
The U.S. market share should continue to be over 40 percent. 


As in recent years, the main hurdles to exporting to Venezuela 
will be the importer's access to preferential foreign exchange, 
import licenses, and import duty exonerations. Allocation of 
foreign exchange at the Bs 14.5/dollar and Bs 7.5/dollar rates 
will restrict imports at those rates. Importation of additional 
quantities at the free rate will be inhibited by price controls 
and competition from goods imported at the official rates. 
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Regulations affecting imports (import quotas, licenses and 
prohibitions; customs duties; and preferential exchange 
allocations) are likely to be subject to changes during the 

year. Goods currently on the Bs 7.5/dollar tier may gradually be 
shifted to the Bs 14.5 tier, analogous to what happened in 1985. 
As indicated earlier (Exchange & Import Controls, p. 5), customs 
duties are to be increased on goods brought down from the free 
market to Bs 14.5/dollar. However, the amounts of the duties on 
specific products vary, and are yet to be defined in some cases. 


There will continue to be a large number of product categories for 
which importation is prohibited, or for which a prior import 
license is required ("import reserved for the government"). 
Imports which use preferential exchange (now virtually all 
imports) will continue to require preshipment inspection for 
quantity, quality and price in the country of origin, and up to 
180 days financing to cover the time taken by the procedures 
involved. 


Opportunities nevertheless continue in many areas, though delays 
may occur while the buyer seeks Venezuelan government approvals. 
The main potential is for raw materials, semi-manufactures, parts, 
and capital equipment for the petroleum and manufacturing sectors. 
Listed below are new or continuing government-sponsored projects 
which offer potential business for U.S. companies. For a number 
of these, the agency involved would be interested in a foreign 
partner and/or supplier credits. 


Aluminum Smelter Expansion (Alcasa/Venalum) 
Nurgas East-West Pipeline (Corpoven) 

Bauxite Mining Development (Bauxiven) 

Guasare Coal Mining Project (Carbozulia) 
Polypropelene Plant (Pequiven/Propilven) 
Ammonia Plant (Pequiven/Corpoven) 
MTBE Plant (Pequiven) 

Orinoco Pulp and Paper Project (CVG) 

Iron Ore Transfer Station (Ferrominera) 
Aquaduct Project - Central Venezuela (INOS) 

Energy Management Control System (CADAFE) 


For information on these opportunities, contact the U.S. Embassy 
in Caracas, or the U.S. Department of Commerce in Washington, D.C. 
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